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STATE TAXATION AND FOREST LANDS 

THE problem of the direct state tax is almost universal. The 
local undervaluations and discriminations always pro- 
duced by an apportionment by valuation are recognized 
evils. The state of Maine long ago found itself suffering from 
these difficulties, and among the recommendations of the special 
tax commission of twenty years ago were suggestions for reme- 
dying the situation by increasing the receipts from indirect state 
taxes and by creating a board of state assessors. These sugges- 
tions were adopted, but the evils were not cured. One of the 
chief reasons for the creation of a second special tax commis- 
sion in 1907 was the continued trouble with the direct state 
tax. 

The Maine tax commission of 1907—08 was a bi-partisan 
board of five members, of which the writer was clerk. It was 
in almost constant session for fourteen months, and its report * 
was submitted to the legislature in January, 1909. The com- 
mission made recommendations upon most of the well-known 
problems of taxation. It proposed (with two dissenting voices) 
that an ad valorem tax be substituted for the system of gross- 
receipts taxes upon public-service corporations. It urged the ex- 
emption of Maine state, county and municipal bonds and of secu- 
rities of Maine corporations, and the enactment of a mortgage- 
recording tax. It advocated a direct-inheritance tax in addition 
to the previous collateral-inheritance tax. It suggested the tax- 
ation of life-insurance companies upon their reserve, of national 
banks upon their savings deposits, and of all foreign corpora- 
tions by an annual license fee; and it made several minor 
recommendations. None of these recommendations were novel, 
and the discussion of them in the session of the legislature 
which adjourned early in April brought forth no counter sug- 

1 Report of the Maine Tax Commission appointed under provision of chapter 108, 
Resolves of 1907 (published by the state, 1908; printed at Waterville by the Senti- 
tinel Publishing Company; 74, 50, 91 pp.). 

615 



616 POLITICAL SCIENCE QUARTERLY [Vol. XXIV 

gestions of particular moment. Eventually the legislature 
adopted the direct-inheritance tax, the foreign-corporation 
license fee, the exemption of Maine state, county and municipal 
bonds and some of the minor suggestions, and discarded the 
other recommendations. To analyze the report of the commis- 
sion upon these points and to detail the history of the legislative 
discussion would produce few items of general interest. 

Upon the subject of the direct state tax, however, the recom- 
mendations of the commission were radical and in some re- 
spects novel. When these were discussed in the legislature 
they brought forth counter-suggestions of some significance. A 
brief consideration, therefore, of the problem as it exists in 
Maine, of the views of the commission thereon and of the leg- 
islative action taken during the recent session will serve to 
throw light upon the problem as it exists elsewhere in the 
country. 

The situation in Maine is complicated by a peculiar feature, 
namely, the "wild lands." These are the forest regions in 
the northern and eastern part of the state, comprising 14,000 
square miles, or half the area of the state, unincorporated into 
townships, practically unsettled and at present subject only to 
state and county taxes. Because of the large receipts from in- 
direct sources, the state tax has for many years been about 
three mills on each dollar of valuation. Since towns are the 
unit of government in Maine, counties being but judicial divi- 
sions, the county tax does not amount to more than one or two 
mills on each dollar of valuation. The result has been that 
under the existing system these wild lands, representing about 
one-tenth of the valuation of the state, have paid but five or six 
mills on each dollar of their assessed valuation, while property 
in incorporated places has paid an average of twenty mills on 
each dollar of value. Meanwhile, according to the reports of 
the board of state assessors, these lands are valued now at 120 
per cent more than ten years ago, while other property in the 
state has increased in valuation but 15 per cent. 

The people of the state have long felt that in some manner 
this vast expanse of territory should be more highly taxed. To 
the more valid arguments deduced from a comparison of valua- 
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tions has been added the argumentum ad hominem that these 
lands are largely owned by persons residing out of the state or 
by persons residing in the larger cities of the state. To the ex- 
pressed fear of the land owners and of persons interested in the 
conservation of natural resources, that the timber would have 
to be cut if the taxes should be increased, the answer has been 
that, by reason of the comparatively low valuation and small rate 
of tax, the present burden of taxation is only about two cents an 
acre (i. e., five mills on a valuation averaging four dollars an 
acre) , so that the tax could be several times doubled without 
becoming grievous. The tax on several acres for some decades 
could be met by the occasional marketing of single trees. It 
has also been pointed out that a tax at full local rates on a 
much more adequate valuation has been paid without difficulty 
by the owners of thousands of acres of wood lots in the settled 
sections of the state. 

If this territory is to be adequately taxed, there are but two 
alternatives, unless the constitution of the state is to be amended. 
One is that some special tax should be created ; the other, that 
a direct tax apportioned by valuation should remain a feature 
of the tax system. A plan to tax the wild lands at a special 
rate upon their valuation has been declared by the supreme 
court, in answer to an inquiry of the legislature, to be incompat- 
ible with the provisions of the constitution. It would be impos- 
sible to join these lands to incorporated places, and it would be 
futile to erect them into municipal corporations. There is ob- 
viously no possibility that they can be reached through any 
other form of direct state tax than that apportioned by valua- 
tion. Apportionment by expenditure, for instance, according 
to the method recently adopted in Oregon, would result in an 
entire exemption of these lands from any direct state tax. 

Of the two alternatives just mentioned, that of a special tax 
has chiefly taken the form of a proposed " stumpage tax." 
This proposition has within the last few years attracted much 
attention. Forestry experts of other states have been its earnest 
advocates, and in Maine it has been slowly gaining supporters. 
The plan would tax the wild land at a merely nominal rate on a 
nominal valuation, using the proceeds for fire protection ; but 
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it would tax the lumber, as cut, at a rate of from thirty to fifty 
cents a thousand feet. The constitutionality of such a tax is 
inferred from a recent decision of the supreme court of the 
state, sustaining under the police power a proposition to limit 
or restrict owners of land in the cutting of their lumber. As 
yet, however, the proposition has not gone beyond the stage of 
theoretical discussion. One reason for its failure thus far to 
win practical attention is its novel and radical nature ; but per- 
haps a more influential cause is a conservative distrust of its 
administrative provisions. It would be almost equally difficult 
to limit the operation of the law to the lumber from the wild 
lands or to include the lumber cut everywhere in the state. It 
has not yet been demonstrated that a steady revenue would be 
yielded. The people of the state, although accustomed to 
gross-receipt taxes on public-service companies, have often 
criticized the system because of the difficulty of comparing the 
tax burden borne by these companies with the burden of the 
individual taxed on his property. It is doubtful if they are dis- 
posed further to complicate the tax system by introducing new 
departures from the ad valorem basis. There is popular hos- 
tility, moreover, to a plan which would apparently permit a 
wealthy man to escape taxation for many years by the simple 
expedient of letting his trees remain uncut while their value in- 
creased. There is apprehension also that the lumber manufac- 
turers and consumers would pay the tax directly in increased 
cost of lumber ; the land owners, who sell their lumber on the 
stump, receiving the same net return for their stumpage as at 
present. Although such a tax may come in the future, as 
knowledge of forestry extends, it is clear that it will not come 
in Maine for many years. The attitude of the recent tax com- 
mission, dismissing the suggestion of a stumpage tax, was 
acquiesced in by the legislature with little dissent, and the 
people of the state seem generally to approve the decision. 

The adoption of a stumpage tax in Maine would of course 
divorce the wild-land problem from the problem of the direct 
state tax, leaving the state free to attack the latter problem with 
an eye single to the solving of its fully recognized difficulties. 
The impracticability of a stumpage tax, however, left no alterna- 



No. 4] ST A TE TAX A TION AND FOREST LANDS 6 IO , 

tive but the maintenance of a direct state tax apportioned by 
valuations. All that remained to be decided, accordingly, was 
how the evils of such a levy might best be mitigated. 

On this point the recent tax commission made two sugges- 
tions. The first was that the powers of the board of state 
assessors should be strengthened. Down to the present time 
that board has had little more than clerical duties. The legis- 
lation suggested by the commission was modeled on the 
Minnesota, Wisconsin and Michigan acts, under which effective 
work in supervision of taxation has been accomplished within 
the last half-decade. The bill was adopted by the legislature 
in the form presented ; and Maine has now, accordingly, a state 
board empowered to summon witnesses, to investigate charges 
of concealment and undervaluation and to compel revaluations. 
This legislation undoubtedly marks a long step forward, and 
many of the difficulties which attach to the administration of a 
direct state tax will be lessened within the next few years, if the 
experience of the other states mentioned above is a criterion. 

The tax commission's second suggestion was a distinct de- 
parture from anything yet attempted elsewhere. It proposed 
that the state tax should be apportioned, not by valuations of 
all property, but by valuations of land exclusive of buildings. 
The direct state tax, in Maine, is fixed by a statute for each 
year, which itemizes the amount due from each town and from 
each lot of wild land. These items are computations, at a rate 
determined by the legislature, upon a state valuation reported 
by the board of state assessors for each such town and lot. 
The tax commission's suggestion was that these tax items should 
be computed upon the value of the land alone, the amount 
charged against each town in the list to be raised, as now, by 
that town, with its other expenses, by a levy on all the taxable 
property, real and personal. The suggestion sounded like the 
" single tax " ; but since it related exclusively to the apportion- 
ment, it was actually no more the " single tax " than the scheme 
of the Connecticut commission of twenty-five years ago for an 
apportionment by population was a poll tax. 

The commission submitted a table showing what amount 
would be due from each town in the state under the proposed 
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scheme. It urged that the difficulties of the direct state tax 
would be minimized ; for the state board could more easily 
correct local valuations of one class of property than those of 
all classes. It argued that the difficulties of taxing intangible 
property would tend to disappear, since there would be in prac- 
tice a large measure of local option in this respect. Finally, it 
pointed out that the wild-land problem would be solved, for the 
plan would more than double the amount of taxes paid by this 
territory and would at the same time establish a fair and equit- 
able system for future years. 

The legislature did not take kindly to the commission's 
recommendation for the apportionment of the direct state tax, 
chiefly because it was believed that the adoption of the plan 
would benefit only the populous places. The rural towns, in 
which land constitutes the greater part of the property, would 
pay increased taxes. A compromise might have been brought 
forward, namely, apportionment by the total values of all real 
estate, both land and buildings included. Such a compromise 
would seem to be more satisfactory in some ways than the com- 
mission's original suggestion. No such compromise was sug- 
gested, perhaps because it would increase but slightly the wild- 
land taxes. 

Having discarded the commission's suggestion for a change 
of the basis of apportionment, the legislature was confronted 
merely with the question of the amount of the tax and the dis- 
tribution of the proceeds. As an initial innovation, it passed 
an act erecting all the wild lands of the state into a single fire 
district and imposing a tax of one and one-half mills thereon 
for fire protection. There then remained three propositions 
upon the question of the primary direct state tax. All these 
propositions comprehended an increase in the amount of 
the tax, each one aiming to get more revenue out of the 
wild lands by an increase in the state's demands. The first 
was the suggestion of Mr. Bigelow, representative from Port- 
land ; the second was known generally as the " Grange scheme " ; 
the third was a compromise plan, which was eventually adopted. 

Mr. Bigelow's proposition was that the state should return to 
the towns, in proportion to valuation, the amounts received from 
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state indirect taxes, forming about half the revenue of the 
state. This would make a hiatus in the state revenues, which 
would require a doubling of the rate of the state tax. The 
final result would be a net reduction of the amount of state 
tax paid by the municipalities and a corresponding increase of 
the amount from the wild lands. The assumption upon which 
the proposition was theoretically defended was that a direct 
state tax on prosperity is a fixed element in the taxing system 
of the state ; that every dollar now collected from the indirect 
taxes relieves the towns in the state, in proportion to the prop- 
erty taxable therein, from a direct state tax which would other- 
wise be exacted up to the amount so collected ; and that the 
proceeds of the indirect taxes, if no longer required for state 
purposes, might properly be returned to the municipalities, ac- 
cording to the taxable property therein, to compensate for the 
increased direct state tax levied upon such property. 

The " grange scheme " was for a direct increase in the 
amount of the state tax, the additional revenue to be returned 
to the towns for school purposes in proportion to scholars and 
for road purposes in proportion to road mileage. 

The compromise scheme which was adopted retains the 
present direct state tax unchanged, but levies a special addi- 
tional state tax of one and one-half mills for schools and re- 
turns the proceeds to the towns, two-thirds by valuations, one- 
third by scholars. 

It seems to the writer that all three of the propositions just 
mentioned were unfortunate, although the one adopted, as it 
was the mildest, was probably the least objectionable. Each 
plan involved an increase in the rate of the direct state tax and, 
therefore, a step backward ; for the experience is universal that 
a direct state tax, apportioned by valuations, however necessary 
it may be, is none the less a misfortune. Every effort is being 
made in other states to reduce the tax to a minimum. Further, 
each of the plans included a rebate of state funds to localities. 
Such rebates set precedents exceedingly hard to escape, as 
Michigan and Wisconsin have found in the case of their school 
funds and Massachusetts and New Hampshire in the case of 
their state corporation taxes. Finally, each of the plans would 
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inevitably result in deplorable local extravagance. Each town 
is obliged to spend eighty cents per inhabitant upon its schools, 
aside from state rebates other than the new mill-and-a-half fund. 
The state rebates which are locally distributed in addition to the 
fund just mentioned are the proceeds of a state tax of a mill 
and a half on the state valuation, as a part of the usual direct 
tax, and one-half the receipts from the franchise taxes on sav- 
ings banks and trust companies. It is easy to understand why 
many of the real friends of the schools are apprehensive of the 
prospect for the immediate future. 

It will be seen that Maine has within two years made but 
little headway in solving her peculiar problem, although the 
state has spent $2 5 ,000 on a special tax commission which de- 
voted half its time to the particular problem, and although the 
legislature, at its recent session, devoted more time to the dis- 
cussion of this matter than to that of any other subject. 

What the outcome will be, it would be dangerous to prophesy. 
Since the adjournment of the legislature, the daily papers have 
been devoting much space to the recriminations and counter- 
recriminations of those who stood sponsors for the various 
schemes before the legislature, and who are now accusing one 
another of too great friendliness to the interests of the wild- 
land owners. During the two-year period which must elapse 
before the meeting of the seventy-fifth legislature, it will per- 
haps be possible to ascertain whether the board of state 
assessors, with its increased powers, has lessened the difficulties 
which attach to the direct state tax ; whether the burden of 
taxation upon the wild lands is excessive ; whether the school 
rebates have been harmful ; and whether there is any reform 
which can be made which will allow the state to retrace its 
backward step of this winter in increasing the direct state tax, 
without disturbing a proper solution of the problem of taxing 
the forest lands. The experience of the coming two years may 
be helpful, both to Maine and to other states which have simi- 
lar problems to face. 

Clement F. Robinson. 

Portland, Maine. 



